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FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
Different approaches to public disclosure of delinquent loans and the worth
of the "current value" accounting system were the subjects of the August 
meeting of the FFEIC. The FDIC staff reported on the impact of applying 
current value accounting methods to the various types of financial insti­
tutions. The current value system differs from historical accounting 
methods in that it uses the value of assets and liabilities as appraised 
at the time a report is written rather than when such items were first 
entered on the books, according to an Exam Council spokesman. The FHLBB 
presented a system it is developing for reporting delinquent loans for 
public disclosure. The adequacy of current financial data on chain banks 
and one-bank holding companies, increasing the frequency of Country Expo­
sure Reports from semi-annually to quarterly and the value to member agencies 
of continuing the Foreign Exchange Report were also discussed by the Council.
JUSTICE, DEPARTMENT OF
Most alleged Foreign Corrupt Practices Act violations would still be illegal
even if Congress enacts a pending bill to exempt certain foreign payments
and practices from the FCPA, according to a recent Justice Department report.
The report, sent to the House Energy and Commerce Subcommittee on Telecommu­
nications, Consumer Protection and Finance, statistically breaks down all 
civil and criminal cases brought by the Department since 9/15/81. The sub­
committee is considering a number of proposals aimed at modifying the FCPA, 
one of which is similar to a proposal already approved by the Senate Banking 
Committee, S. 414. Introduced by Sen. John Heinz, the bill would allow cer­
tain payments that are "customary'’ in the country where they were made and 
whose purpose is to secure performance of a routine governmental action. It 
would also allow payments which are legal under the law of the foreign offi­
cial's country, gifts intended as tokens of esteem or return for hospitality 
and expenditures associated with selling or purchasing goods or services or 
performance of a contract. Justice indicated that few cases would qualify 
under the exemptions contained in S. 414. On the question of whether alleged 
payments were legal in the country in which they were made, Justice said in 
17 of the 20 investigations the alleged payments are illegal in the foreign 
country involved and in the three other cases, the legality of the payments 
is unknown. As to the level of U.S. company management involvement in the 
alleged payments, in seven cases senior management was involved, in one 
case the president of a subsidiary was involved, and in another case a com­
pany president was involved. The report notes that in 12 out of the pending 
20 investigations, the means allegedly used to make the payments were sales 
agents. None of the investigations involve an allegation that the company's 
recordkeeping was suspect in areas unrelated to the alleged payment. As for 
the reasons for the alleged bribes, in 17 cases the bribe was to gain favor­
able business treatment, in one case it was to reduce customs duties, and in 
another case it was to obtain governmental approval of a license. None of 
the investigations involves allegations or evidence of any illegal U.S. 
political contribution or bribery of U.S. government officials.
NATIONAL CREDIT UNION ADMINISTRATION
Credit unions receiving financial assistance such as subordinated capital
notes or guaranty assistance from the National Credit Union Administration
are required to use new accounting rules adopted 8/11 by the NCUA. The
new rules are applicable to credit unions receiving financial assistance 
authorized by Section 208 of the Federal Credit Union Act. NCUA said the 
accounting procedures will make a credit union's financial status "clearer to
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credit union members, managers, boards of directors, and to NCUA supervisory 
personnel." Credit unions new receiving capital notes are being required to 
use the new accounting procedures immediately, while those receiving NCUA 
guaranty assistance will have until 12/31/83 to change their accounting pro­
cedures and financial statements, according to the agency. The agency said 
its insurance fund's total obligation for the assistance programs as of 6/30 
was $43 million. The new rules will make credit unions disclose their finan­
cial aid "under the total liabilities and equity section" of their balance 
sheets. Previously, credit unions were permitted to report assistance on 
the asset side of their balance sheets. Charles W. Filson, director of NCUA's 
Office of Programs, said the accounting changes "will show the users of a 
credit union's financial statement the specific financial progress the 
institution needs to make in order to return to financial independence."
In a related development, NCUA said it will begin using standard language 
in all letters of understanding and agreement with credit unions that receive 
financial assistance from the agency's insurance fund. Agreements will state 
that aid must be repaid and negative earnings eliminated.
OFFICE OF MANAGEMENT AND BUDGET
A final revision of Circular A-76 dealing with the contracting out of commercial
activities was recently issued by OMB's Office of Federal Procurement Policy
(see the 8/16/83 Fed. Reg., pp. 37110-116). The revision includes key pro­
visions involving the appeals process, in-house cost comparisons and the 
participation of non-profit organizations. According to an CMB release on 
the circular, the revised policy is expected to result in ultimate cost 
reductions of "at least $5 billion annually." OMB's Deputy Director, Joseph 
R. Wright Jr., said the guidelines represent a "fair, balanced and much 
needed set of controls to assure that the billions of dollars of goods 
and services needed by the Government are obtained as cost effectively as 
possible." Among the major provisions of the revised circular are: the 
cost of contracting must still be less than the government cost by at least 
10 percent; agencies must complete reviews of all their commercial activities 
by 9/30/87; and, the threshold for determining whether a cost comparison 
study might be required has been changed from $100,000 to 10 full time equiv- 
ilent employees. Accompanying the new revision is a four part supplement 
which contains detailed guidance on implementing the circular as well as 
the cost comparison handbook. Regarding non-profit organizations, new 
language has been added requiring that if the low bidder is a non-profit 
organization, an amount equal to the federal state and local income taxes 
that such an organization would pay should be added to the bid to determine 
the overall cost to the government. The revision is effective 8/16/83. For 
additional information contact CMB at 202/395-7381.
SECURITIES AND EXCHANGE COMMISSION
Shareholders who want to include a proposal in a company's proxy statement will
have to own $1,000 worth of the company's stock or 1 percent of the company's
outstanding securities under revised proxy rules recently approved by the
Commission. The changes will amend Rule 14a-8 under the 1934 Securities Ex­
change Act and is the first major revision of the shareholder proposal rule 
since 1976. The biggest change in shareholder proposal rules involves the 
stiffer eligibility standard requiring a shareholder own 1 percent of the 
company's outstanding class or voting stock or $1,000 in market value of 
stock. The SEC broadened a provision in Rule 14a-8 that allows a corpora­
tion to exclude a shareholder proposal if it were essentially the same as 
a proposal that had been rejected in the previous year. The changes will 
be effective for next year's proxy season.
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TREASURY, DEPARTMENT OF
State and local governments must furnish information reports on income tax
refunds of $10 or more made to individuals after 12/31/82, according to
the IRS (see News Release IR-83-101) . The new reporting rules, which are 
required by the Tax Equity and Fiscal Responsibility Act of 1982, apply not 
only to refunds, but also to credits and offsets against tax allowed after 
that date. Taxpayers who receive a state or local tax refund for a year 
when they itemized deductions generally must report the refund on the federal 
tax return in the year they receive it, the IRS said. State and local taxing 
authorities should report the payments to the taxpayers and the IRS on Form 
1099-G, which is now available. The IRS noted that no report is required 
if the taxing authority can show that the recipient of a refund did not 
itemize deductions for the year to which the refund relates. For additional 
information contact the IRS at 202/566-4024.
SPECIAL: LEGISLATION INTRODUCED TO SIMPLIFY BUSINESS INVENTORY TAX RULES
Legislation intended to simplify the tax rules for business inventories was
recently introduced in both the House and Senate. Companion measures,
H.R. 3802 and S. 1738, would allow companies with a net worth of $25 million 
or less to write off unsold inventory over four years. The measures would 
alter a Supreme Court decision, in the Thor Power Tool Case, that revoked 
deductions by businesses for unsold excess or obsolete inventory. The 
measures also provide a requirement that businesses comply with the four 
year writedown unless Treasury permits a change, thus allaying a Treasury 
Department concern that businesses would lower their taxable income by 
juggling inventory deductions from year to year.
For additional information, please contact Jim Kovakas, Gina Rosasco, 
Nick Nichols or Kathee Baker at 202/872-8190.
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